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(rounded to the nearest $1,000.00 if de-
sired, except for the final payment) and 
shall be payable either semi-annually 
or annually. 

§ 25.401 Fees. 
The interest rate on the Private 

Loan may include compensation for 
costs at prevailing market rates with 
the agreement of the Borrower and the 
Eligible Private Lender selected by the 
Borrower. 

§ 25.402 Transferability. 
Each Private Loan Note, with the 

Guaranty attached, shall be fully and 
freely transferable to any Permitted 
Guaranty Holder. 

§ 25.403 Registration. 
The Guaranty shall cease to be effec-

tive with respect to the Private Loan 
or any Private Loan Portion or any De-
rivative to the extent that the Private 
Loan or the respective Private Loan 
Portion or the respective Derivative, as 
the case may be, is used to provide sig-
nificant support for a Non-Registered 
Obligation. 

§ 25.404 Non-separability. 
(a) The Guaranty shall cease to be ef-

fective with respect to any Guaranteed 
Loan Amount or any Guaranteed Loan 
Portion Amount or any Guaranteed- 
Amount Equivalent to the extent that: 

(1) The Guaranteed Amount or the 
respective Guaranteed Loan Portion 
Amount or the respective Guaranteed- 
Amount Equivalent, as the case may 
be, is separated at any time from the 
Unguaranteed Loan Amount or the re-
spective Unguaranteed Loan Portion 
Amount or the respective 
Unguaranteed-Amount Equivalent, as 
the case may be, in any way, directly 
or through the issuance of any Guaran-
teed-Amount Equity Derivative or any 
Guaranteed-Amount Debt Derivative; 
or 

(2) Any holder of the Private Loan 
Note or any Private Loan Portion Note 
or any Derivative, as the case may be, 
having a claim to payments on the Pri-
vate Loan receives more than 90 per-
cent of any payment due to such holder 
from payments made under the Guar-
anty at any time during the term of 
the Private Loan. 

(b) Notwithstanding the preceding 
paragraph, if any Guaranteed-Amount 
Debt Derivative is issued, the Guar-
anty shall not cease to be effective 
with respect to any Guaranteed Loan 
Amount or any Guaranteed Loan Por-
tion Amount or any Guaranteed- 
Amount Equivalent, as the case may 
be, if both of the circumstances de-
scribed in paragraphs (b)(1) and (b)(2) of 
this section. 

(1) A Borrower shall have delivered to 
the Secretary of the treasury evidence, 
in form and substance satisfactory to 
the Secretary of the Treasury, that the 
Interest Rate Difference will be sub-
stantial. 

(i) To be considered, the evidence 
must meet the following requirements: 

(A) The Borrower must show that the 
Interest Rate Difference is directly at-
tributable to paragraph (a) of this sec-
tion being applied to the Private Loan, 
that is, that the Interest Rate Dif-
ference will exist even when all other 
financing terms of the Private Loan, 
including any collateralization of the 
Unguaranteed Loan Amount or the re-
spective Unguaranteed Loan Portion 
Amount or the respective 
Unguaranteed-Amount Equivalent, as 
the case may be, are identical; 

(B) When calculating the Interest 
Rate Difference, the Borrower must as-
sume that the Unguaranteed Loan 
Amount or the respective 
Unguaranteed Loan Portion Amount or 
the respective Unguaranteed-Amount 
Equivalent, as the case may be, will be 
collateralized by securities backed by 
the full faith and credit of the United 
States, unless the Borrower is legally 
prohibited from so collateralizing the 
Unguaranteed Loan Amount or the re-
spective Unguaranteed Loan Portion 
Amount or the respective 
Unguaranteed-Amount Equivalent, as 
the case may be, or the Borrower has 
demonstrated to the satisfaction of the 
Secretary of the Treasury that the 
Borrower is unable to so collateralize 
the Unguaranteed Loan Amount or the 
respective Unguaranteed Loan Portion 
Amount or the respective 
Unguaranteed-Amount Equivalent; 

(C) If the Borrower is legally prohib-
ited from collateralizing the 
Unguaranteed Loan Amount or the re-
spective Loan Guaranteed Portion 
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Amount or the respective 
Unguaranteed-Amount Equivalent, as 
the case may be, with securities backed 
by the full faith and credit of the 
United States or has demonstrated to 
the satisfaction of the Secretary of the 
Treasury that the Borrower is unable 
to so collateralize the Unguaranteed 
Loan Amount or the respective 
Unguaranteed Loan Portion Amount or 
the respective Unguaranteed-Amount 
Equivalent, as the case may be, then 
the Borrower may calculate the Inter-
est Rate Difference using whatever 
collateralization assumptions the Bor-
rower elects; 

(D) If the Borrower delivers evidence 
to the Secretary of the Treasury re-
specting the Interest Rate Difference, 
which evidence assumes either that the 
Unguaranteed Loan Amount or the re-
spective Unguaranteed Loan Portion 
Amount or the respective 
Unguaranteed-Amount Equivalent, as 
the case may be, will not be 
collateralized at all or that the 
Unguaranteed Loan Amount or the re-
spective Unguaranteed Loan Portion 
Amount or the respective 
Unguaranteed-Amount Equivalent, as 
the case may be, will be collateralized, 
but not by securities backed by the full 
faith and credit of the United States, 
then the Borrower must also deliver to 
the Secretary of the Treasury the writ-
ten agreement of the Borrower, which 
agreement shall be in form and sub-
stance satisfactory to the Secretary of 
the Treasury, that the Borrower will 
not collateralize the Unguaranteed 
Loan Amount or the respective 
Unguaranteed Loan Portion Amount or 
the respective Unguaranteed-Amount 
Equivalent, as the case may be, at any 
time during the term of the Private 
Loan in any way different from the as-
sumptions used in calculating the In-
terest Rate Difference; and 

(E) The Borrower must deliver to the 
Secretary of the Treasury the evidence 
pertaining to the Interest Rate Dif-
ference at the time that the Borrower 
submits to DSAA its plan for prepay-
ment, if any, if no plan of prepayment 
is submitted, then no later than 10 days 
prior to the time that the Borrower 
submits to DSAA its prepayment appli-
cation. 

(ii) If the Secretary of the Treasury 
determines that the evidence sub-
mitted by the Borrower pertaining to 
the Interest Rate Difference is satisfac-
tory in form and in substance, and that 
the Interest Rate Difference is substan-
tial, a modified version of the Guar-
anty (deleting therefrom the provision 
that the Guaranty shall cease to be ef-
fective if any Guaranteed-Amount Debt 
Derivative is issued) will be attached 
to the Private Loan Note or the Pri-
vate Loan Portion Notes, as the case 
may be. 

(2) The Secretary of the Treasury 
shall have determined, in the sole dis-
cretion of the Secretary of the Treas-
ury, that the respective Borrower’s 
loan prepayment at par pursuant to 
subsection (a) of the Act through the 
issuance of any Guaranteed-Amount 
Debt Derivative is necessary to achieve 
the international economic policy in-
terests of the United States. 

§ 25.405 Form of guaranty. 
(a) The Guaranty that will be at-

tached to the Private Loan Note on the 
Closing Date shall be in the following 
form (except that the bracketed words 
shall be deleted if the conditions speci-
fied in § 25.404(b) shall have occurred): 

For Value Received, the Defense Security 
Assistance Agency of the Department of De-
fense (‘‘DSAA’’), hereby guarantees to (Name 
of Lender) (‘‘Lender’’), incorporated under the 
laws of (U.S. State or other U.S. jurisdiction) 
or if not so incorporated or organized, then 
the principal place of doing business is (U.S. 
location, address, and zip code), under the 
authority of Section 24 of the Arms Export 
Control Act, as amended (‘‘Act’’), the due and 
punctual payment of ninety percent (90%) of 
amounts due: (1) on the promissory note 
(‘‘Note’’) in the principal amount of up to 
$lll dated lll issued to the Lender by 
the Government of (Name of Borrower) 
(‘‘Borrower’’) pursuant to the Loan Agree-
ment between the Lender and the Borrower 
dated the llth day of lll (‘‘Agreement’’); 
and (2) the Lender from the Borrower pursu-
ant to the Agreement. 

This Guaranty is a guaranty of payment 
covering all political and credit risks of non-
payment, including any nonpayment arising 
out of any claim which the Borrower may 
now or hereafter have against any person, 
corporation, or other entity (including with-
out limitation, the United States, the Lend-
er, and any supplier of defense items) in con-
nection with any transaction, for any reason 
whatsoever. This Guaranty shall inure to the 
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